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aSSeSSing offSet Quality in the clean 
Development mechaniSm
by The Offset Quality Initiative*
* The Offset Quality Initiative consists of the following member organizations: 
The Climate Trust, founded to manage a portfolio of compliance-grade carbon 
projects as a result of Oregon’s leadership in passing the nation’s first legisla-
tion to limit carbon dioxide emissions, spearheads and leads the Offset Quality 
Initiative; The Pew Center on Global Climate Change, established in 1998 as 
a nonprofit, nonpartisan, and independent organization dedicated to providing 
credible information, straight answers, and innovative solutions in the effort to 
address global climate change; The Climate Action Reserve, a private nonprofit 
organization addressing climate change and bringing together participants from 
the government, environment and business sectors, directs the California Cli-
mate Action Registry, Climate Action Reserve and Center for Climate Action; 
The Environmental Resource Trust, co-founder of the American Carbon Reg-
istry, which in 2008 was the most widely used voluntary carbon market regis-
try in the world; Greenhouse Gas Management Institute, a registered nonprofit 
organization, trains, certifies, and networks a global community of experts that 
account, audit and manage GHG emissions based on world-class training and 
professional standards; and The Climate Group, an independent nonprofit orga-
nization that works with government and business leaders to accelerate the 
transition to a low-carbon economy, founded in 2004 with offices in the United 
Kingdom, the United States, China, India, and Australia.
InTroducTIon

















titled	Ensuring Offset Quality: Integrating High Quality Green-
house Gas Offsets Into North American Cap-and-Trade Policy.2 
OQI	considers	the	CDM	process	for	addressing	each	criterion,	



































To	 ensure	 that	 offsets	 are	 additional,	 the	CDM	 requires	



































indicator	 to	 compare	 the	 proj-
ect’s	performance	to	alternative	




indicates	 that	 there	 is	 a	 more	
financially	attractive	option	than	
undertaking	 the	 CDM	 project,	
the	 project	 passes	 this	 test.	 A	
Sensitivity	Test	is	also	required	




and/or	 regional	 penetration	 of	
the	 proposed	 CDM	 activity	
(i.e.,	technology	or	practice).	If	
activities	 similar	 to	 the	 CDM	















the CDM Fulfilling its Environmental and Sustainable Develop-
ment Objectives? An Evaluation of the CDM and Options for 
Improvement.10 The	media,	academic	literature,	and	trade	press	
cited Schneider’s	paper	widely	for	its	assertion	that	up	to	twenty	






Wara	and	David	Victor	titled	A Realistic Policy on International 
Carbon Offsets	is	another	notable	critique	of	the	CDM’s	abil-
ity	 to	 ensure	project	 additionality.13	Wara	and	Victor	 largely	
focused	their	criticism	on	the	applications	for	CERs	made	by	
nearly	all	new	Chinese	renewable	energy	capacity	at	the	time,	
despite	 the	 Chinese	 government’s	 national	 policy	 goals	 that	
focused	on	 increasing	 investment	 in	 renewable	energy.14	The	
implication	of	 their	argument	was	
that	it	would	have	been	impos-
sible	 for	 all	 these	 projects	 to	
meet	 the	 CDM’s	 additional-
ity	 test,	 since	 at	 least	 some	 of	
the	 renewable	 energy	 capac-
ity	 brought	 online	 at	 the	 time	
must	 have	 been	 attributable	 to	
China’s	 energy	 policy,	 not	 the	
CDM.15	 They	 claimed	 that	 if	
the	 CDM’s	 additionality	 tests	
could	not	sift	out	the	additional	
from	non-additional	projects	 in	
this	 example,	 then	 they	 could	
not	 sufficiently	 ensure	 offset	
quality.16
Wara	and	Victor	also	criti-
cized	 the	 concept	 of	 offsets	
in	 general	 by	 asserting	 that	
increasingly	 burdensome	 tests	
would	 be	 required	 to	 suffi-
ciently	ensure	additionality	to	an	


















Overall, OQI finds that 
the CDM’s processes 
perform sufficiently 
against most of our core 
offset quality criteria, and 
with further refinement 
should be capable of 
performing sufficiently 
against all criteria.
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nor	 irreparable.	 Improvements	 in	 the	 past	 few	 years	 include	
the	 introduction	of	both	 the	Registration	and	Issuance	Teams	
(“RITs”)	and	additional	secretariat	staff	 that	provide	multiple	




nificantly	 over	 the	past	 two	years.19	As	 the	Executive	Board	



















the	 establishment	 of	 performance	benchmarks	 for	 both	 addi-





























additionality	 involves	 demonstrating	 that	 a	 project	 activity	
would	not	have	occurred	in	the	absence	of	the	CDM,	baselines	
establish	 the	 plausible	 GHG	 emissions	 scenario	 without	 the	
project.
CDM	Process	for	Establishing	Baselines








































a	 hybrid	 approach	 that	 combines	 both	 project-specific	 and	
standardized	 evaluations.	 For	 example,	 the	 Executive	Board	
approved	a	methodology	in	2008	for	the	manufacture	of	energy-
efficient	 refrigerators,	 which	 takes	 a	 benchmarked	 approach	
to	 establishing	 project	 baselines.	As	 opposed	 to	 other	meth-



























Similar	 to	 additionality,	 standardized	 baselines	 are	 not	









for	certain	project	 types,	 they	may	be	 inappropriate	 for	 those	
with	substantial	project-specific	considerations.









The	 CDM	 requires	 that	 an	 approved	 monitoring	 plan	
for	 each	project	 be	 included	 in	 its	Project	Design	Document	
(“PDD”).23	CDM	methodologies	lay	out	detailed	rules	and	guid-





















Recommendation(s):	 The	 CDM	 has	 a	 strong	 exist-







and	 auditors	 greater	 clarity	 on	 the	 requirements	 for	 project	
implementation.
offSet cRiteRia #4: offSetS ShoulD be 
inDepenDently valiDateD & veRifieD
An	 independent	and	qualified	 third	party,	 free	 from	con-


















































well	 as	SGS’	 recent	 suspension,	 indicate	 that	 procedures	 for	
spot-checks	 and	 periodic	 evaluation	 as	 well	 as	 oversight	 of	
DOEs	by	 the	Executive	Board	 is	 improving.	However,	more	




of	 the	 Validation	 and	 Verification	Manual	 (“VVM”)	 by	 the	
CDM	Executive	Board	in	2008.29




























offSet cRiteRia #5: offSetS ShoulD be 
unambiguouSly owneD
Offsets	should	have	a	single	owner	with	clear	rights	to	the	





Before	any	offset	project	 activity	can	move	 forward,	 the	
Designated	National	Authority	(“DNA”)31	of	the	host	country	
must	approve	 the	project	on	behalf	of	 that	nation’s	sovereign	




bers	 and	 a	UN	 registry	 that	meets	 international	 best	 practice	
standards	 for	 accounting	 and	 transactions,	 like	 those	 used	 in	
financial	 banking	 systems.	 The	 registry	 uses	 unique	 account	


















of	CER	ownership	creates	 a	 robust	mechanism	 for	 establish-
ing	unambiguous	credit	ownership	and	for	prevention	of	dou-





offSet cRiteRia #6: offSetS ShoulD aDDReSS 
leakage


















to	 fossil	 fuels.	The	CDM	methodology	(“AM-0036”)	 for	 this	
kind	of	project	requires	project	participants	to	demonstrate	that	
wood	waste	is	abundant.	If	such	a	demonstration	is	not	possible,	




















































Recommendation(s):	 OQI	 recommends	 investigating	























to	 provide	 health	 and	 environmental	 co-benefits	 whenever	
possible.
CDM	Process	for	Ensuring	No	Net	Harm
To	 ensure	 that	 offset	 projects	 do	 no	 net	 harm,	 the	CDM	
requires	project	participants	to	sponsor	a	stakeholder	consultation	
process	during	the	project	design	phase.	During	the	consultation	





materials	 available	 in	 the	 language	of	 local	 constituents.	The	
PDD	must	 include	 a	 summary	 of	 any	 stakeholder	 comments	









for	causing	 local	 environmental	or	 social	harm.	For	example,	
a	 number	 of	 environmental	 non-governmental	 organizations	















The	 actual	 impact	 of	 CDM	 projects	 on	 sustainable	
development	 is	difficult	 to	 assess	because	 it	 depends	
on	the	definition	of	sustainable	development	which	is	
defined	by	most	countries	in	very	broad	terms.	Many	
countries	 have	 established	 and	 published	 criteria	 to	
assess	 whether	 a	 project	 contributes	 to	 sustainable	
development.	 However,	 they	 are	 often	 very	 general	
.	.	.	[F]ew	[projects]	comply	with	criteria	that	are	related	






















definitions	 of	 sustainable	 development	 differ	 significantly	
between	countries,	and	are	often	broad,	vague,	or	multifarious.
Recommendation(s):	The	CDM	Executive	Board	should	
continue	 to	work	 towards	 ensuring	 that	 offset	 projects	 do	 no	
net	harm.	Programs	 to	 engage	and	educate	 local	 stakeholders	




























Ensuring Offset Quality: Integrating High Quality Greenhouse 

































Before	 the	 project	 can	 be	 officially	 “registered”	 by	 the	
Executive	Board	 (“EB”),	 an	 independent	 third	 party	 auditor,	
called	a	Designated	Operational	Entity	(“DOE”),42	must	review	
the	project	activity	and	documentation	against	the	requirements	






























































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































2	 offSet Quality initiative, enSuRing offSet Quality: integRating high 
Quality gReenhouSe gaS offSetS into noRth ameRican cap-anD-tRaDe 




ment	Mechanism–Executive	Board,	Methodological Tool: Tool for the Dem-





7	 See inStitute foR global enviRonmental StRategieS, cDm in chaRtS	84,	
V.7.0	78	(2009),	http://enviroscope.iges.or.jp/modules/envirolib/upload/970/
attach/charts7.0.pdf	(last	visited	Mar.	1,	2010).
8	 See	Methodological Tool,	supra note	4, at	10.
9	 Id. at	11.
10	 lambeRt SchneiDeR, iS the cDm fulfilling itS enviRonmental anD SuS-
tainable Development obJectiveS? an evaluation of the cDm anD optionS 




13	 Michael	W.	Wara	&	David	G.	Victor,	A Realistic Policy on International 
Carbon Offsets, (Program	on	Energy	and	Sustainable	Development	at	Stanford	





17	 See id. at	16-17.
18	 Id. at	17.
19	 See lambeRt SchneiDeR & lennaRt mohR, a Rating of DeSignateD opeRa-
tional entitieS accReDiteD unDeR the clean Development mechaniSm: Scope, 
methoDology, anD ReSultS	14	(Öko-Institut	2009),	available at	http://assets.
panda.org/downloads/wwf_doe_rating___scope_methodology_and_results_
final.pdf.
20	 See	Ram m. ShReStha et al., uniteD nationS enviRonment pRogRamme, 





ment	Mechanism–Executive	Board,	Approved Baseline and Monitoring Meth-
odology AM0070: Manufacturing of Energy Efficient Domestic Refrigerators 3, 









Development	Mechanism–Executive	Board,	Procedure For Accrediting Opera-
tional Entities by the Executive Board of the Clean Development Mechanism	





























Kyoto	Protocol,	Montreal,	Can.,	Nov.	28–Dec.10,	2005,	Appendix D: Clean 




Development	Mechanism–Executive	Board,	Approved Baseline and Monitor-









38	 See SchneiDeR, supra note	10,	at	46.
39	 See enSuRing offSet Quality, supra note	2.
40	 Projects	must	be	in	countries	that	have	approved	the	Kyoto	Protocol.
41	 Under	the	CDM,	projects	are	eligible	for	either	a	seven-year	crediting	period	
with	the	option	to	renew	up	to	three	times,	or	one	ten-year	crediting	period	with	
no	option	for	renewal.
42	 DOEs	are	private	companies,	such	as	auditing	and	accounting	firms,	capable	
of	conducting	credible	and	independent	assessments	(i.e.,	without	any	conflicts	
of	interest)	of	emission	reduction	projects.
Endnotes:		Assessing	Offset	Quality	in	the	Clean	Development	
Mechanism
